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SHALL THE SCOPE OF GOVERNMENTAL FUNCTIONS 
BE ENLARGED SO AS TO INCLUDE THE EXPRESS 
BUSINESS? 


There is a pointed and much-quoted remark of one of our 
postmasters-general to the effect that there are only four impor- 
tant objections to the establishment by the federal government of 
a parcels-post, similar to that of England or Germany. These, he 
alleged, consist of the American Express Co., the United States 
Express Co., the Wells Fargo Express Co., and the Adams 
Express Co. In fact it has been quite generally asserted by nearly 
all advocates of a parcels-post that the opposition on the part of 
private interests represented by the express companies is practi- 
cally the only important obstacle to immediate enactment of 
enabling legislation. 

If this were true, it might be remarked, that this open con- 
fession of the impotency of the federal government to establish 
in the face of the opposition of certain private interests an im- 
portant institution, deemed by many to be essential to the con- 
venience and prosperity of the great community of the American 
people, would certainly seem to be inconsistent with the theory 
of extending the functions and scope of governmental activity 
into the realms of private enterprise. 

It may well be doubted, however, whether the express com- 
panies constitute the only valid ground of objection to the parcels- 
post. Another strong source of opposition is found among the 
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local retailers all over the United States, and among the jobbers 
who supply the same with their stocks of goods. The exponents 
of such interests fear that the establishment of a parcels-post 
would so reduce the cost of transportation on small packages, 
that local retailers would find themselves unable to compete with 
mail-order houses in distribution of goods to the consumer. 

There seems to be a deal of truth in this contention. «In 
the nature of things the local dealer cannot compete with the 
mail-order houses on equal terms. He cannot afford to issue th 
expensive catalogues, or to keep so large an assortment of goods 
Moreover, the immense volume of business of the catalogue con- 
cerns enables them to quote cheaper prices on many commodities. 
Frequently they are able to secure, on private contracts with 
manufacturers, large stocks of goods at prices even lower than 
the jobber is required to pay. Furthermore, their expense of 
doing business is proportionately much lower, as practically their 
entire expense of distribution consists of the outlay in issuing 
the catalogues and in packing and shipping the goods when 
ordered. No experienced force of salesmen is required to dis- 
play the goods and argue their merits. Moreover, it is often the 
case that the glowing terms in which goods are described in these 
catalogues cause the credulous to believe them superior to what 
they really are. Distance always seems to lend enchantment, 
and abundant opportunities are offered for deception as to the 
quality of the goods. 

The local dealer, on the other hand, in order to fill orders 
promptly, must keep a stock of goods which, in proportion to the 
amount of business he does, is vastly greater than that of the 
catalogue houses. In order to purchase his goods to advantage, 
he must lay in a stock in the fall sufficient for six months or a 
year, while few, if any, of the larger mail-order houses would 
have at any time sufficient goods in stock to enable them to fill 
orders for a fortnight. Naturally, therefore, where the turn- 
over of capital is slower, the percentage of profit upon individual 
transactions must be higher, and competition upon an equal basis 
becomes impossible. 

But quite apart from a theoretical exposition of causes, the 
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facts show that the local dealers are rapidly losing trade to the 
catalogue houses, and in many districts the local retail business 
has become so unprofitable that the number of retail stores is 
decreasing, and their volume of business less instead of greater 
as might be expected with the normal growth of population. 

Not only do the mail-order houses excel in the volume of 
business, and in the greater assortment of goods, but they are 
able to effect the most efficient and economical management by 
the employment of the most able managers and department men, 
which is rarely or never the case in the ordinary country store, 
owing to the natural scarcity of men of that grade. In fact the 
business management of the ordinary country store is lamentably 
weak. From the economic standpoint, therefore, one is com- 
pelled to admit that, in accordance with the laws of competition 
and of the survival of the fittest, the catalogue houses have 
already demonstrated their superiority. 

Admitting, therefore, that the economic position of the mail- 
order houses is stronger, are there not important social argu- 
ments against permitting the absorption of local business by the 
rapidly expanding catalogue concerns at our large trade centers? 

In the first place, it should be noted that the rapid consolida- 
tion of our manufacturing industries makes it more difficult every 
day to conduct such enterprises in small communities in com- 
petition with the large plants in the large communities. The 
result has been that for a long time the proportion of the manu- 
facturing business done in small communities has been growing 
smaller. With the gradual and necessary elimination of the 
manufacturing business in smaller communities, the mercantile 
business is about all that is left as an economic basis for the 
. existence of such communities.¥ 

These forces tend to a rapid concentration of business in the 
large trade centers, and the resulting congestion of humanity at 
such points. In one generation the proportion of the population 
of the United States living in our large cities has more than 
doubled, and just at present is increasing more rapidly than ever 
before. 

It may well be doubted whether this tendency will ultimately 
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be beneficial to the race. Vice, crime, and disease are rampant in 
the slums of our great cities. Human life, under such conditions, 
becomes cramped. The unfolding process is impossible. The 
exigencies of the situation cause sporadic and abnormal develop- 
ment. The moral and physical culture of the individual is almost 
wholly neglected, and the intellectual development resulting is 
nearly always one sided, and too frequently resolves itself into 
the attainment of solely those qualities which make for greater 
acquisitive power. The social superiority resulting under the 
questionable standards prevailing in such centers may be obtained 
only with the sacrifice of much that is higher and nobler in human 
nature. 

A large proportion of the population is compelled to lead a 
sedentary life. It may well be asked whether the conditions pre- 
vailing in our large mail-order houses and department stores 
make for the good of humanity. From 8:00 A. M. till 6:00 P. M. 
the many children and young girls employed are kept at close, 
confining work, frequently straining every nerve far beyond the 
limit of safety and human endurance, in order to make them- 
selves independent, and to meet the conditions which city life 
imposes upon them. During the fall rush these girls are often 
asked to remain at work till 9:00 or 10:00 P.M. They realize 
that it is necessary for them to acquiesce in such unreasonable 
and brutal demands or lose their positions during the dull season 
immediately following the holidays. 

An eminent physician not long ago remarked that it was his 
personal opinion, based upon long practice, that less than Io per 
cent. of the girls in our large cities are as strong and healthy 
as their mothers were at a corresponding age. This he plausibly 
explained by the fact that nearly all of the latter had come from 
the country where they lived close to nature, with plenty of fresh 
air and sunshine, and with plenty of hard work too, but of the 
kind which upbuilds and strengthens the health rather than de- 
stroys it. 

Furthermore, the wages paid in such institutions are seldom 
high enough to enable the individual to live at the prevailing 
social standards, and only too frequently the female employees 
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are compelled to piece out their salaries by questionable means. 
It is inevitable that the future generation of the city-bred popu- 
lation should be as much beneath the present, as the present is 
beneath the last, unless radical reforms take place. Such pro- 
gressive degeneration must be regarded as a tremendous social 
calamity. 

Without trespassing too far upon the field of the sociologist, 
it may safely be assumed that an increased concentration of 
industry and population is far from desirable. Why then should 
the government take active steps to promote it? Would it not 
be better to allow the mail-order houses and local retailers to 
fight out their own battle for trade supremacy upon equal terms, 
on the basis of the survival of the fittest? The retailer would 
then at least be’ able to cling tenaciously to the few natural 
advantages which he does possess, and would necessarily retain a 
considerable portion of the business. In establishing the parcels- 
post the government would be taking action to crush the local 
dealer, and would thus take away the last economic basis for the 
rural community, and accelerate the concentration of industry in 
great cities. 

By the elimination of the smaller towns the easiest and most 
natural market is taken away from the farmer. His small prod- 
uce would then have to be shipped to the large cities, where he 
would almost certainly become the prey of commission-house 
agents, whose methods of operation are well known. Legitimate 
competition which means the lowest prices in view of the quality 
of the goods offered would be eliminated. The only competition 
would then be that of advertising. The one capable of producing 
the most attractive advertisements would win in the end. The 
American public is so great and so credulous that the house 
which has once fooled the public can again. under another name 
and perhaps with different customers work off the same class of 
worthless or inferior goods. 

Furthermore, the nearby location of a small country town 
gives to the farmer and his family immense social, educational, 
and cultural advantages, which would be almost wholly inacces- 
sible if it were not for the existence of such communities. Take 
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away the business and economic support of such a community, 
and immediately it becomes stagnant. Its ambitious and pro- 
gressive citizens immediately migrate to other fields, and the town 
is left to decay. 

If a parcels-post law is passed, similar to the majority of 
those proposed during the previous session of Congress, this 
result will be attained. The retailer now finds almost his sole 
protection from the mail-order houses in high express charges, 
which are practically prohibitive on small commercial shipments 
of certain classes of goods. It must be borne in mind that high 
express charges are not here advocated. The reduction of the 
cost of transportation is one of the most important marks of 
economic progress. Nothing could be less desired than that by 
prohibitive transportation charges, our country should be split up 
into innumerable independent communities. The point which is 
here emphasized is that if the government is to take active steps 
to assume a considerable portion of the transportation business 
of the country and to transact the same at a tremendous loss, 
such as would inevitably be the case under many of the plans 
proposed, it should not do it in such a way that special advantage 

— should accrue to a certain class of merchants, with a correspond- 
ing disadvantage to another class. 

If the government proposes to become the losing partner of 
the mail-order houses and manufacturers selling direct to the con- 
sumer, why should it not also offer equal assistance to the job- 
bers in carrying their heavier consignments at less than cost as 
well? The only logical outcome of such a step, if taken, would 
be the absorption by the government of the entire transportation 
business of the country. 

It must be borne in mind that the proposed parcels-post would 
be used almost exclusively for commercial purposes. There is 
some ground of propriety in carrying, as the department does at 
present, certain classes of mail matter such as periodicals, which 
are educational in their character, for one cent per pound, which 
represents only 121% per cent. of the cost to the government, but 
there is not the slightest legitimate reason why the government 
should undertake to distribute the goods of a certain class of 
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commercial houses for less than the actual cost of doing the 
business. . 

There could be no objection to a parcels-post law which should 
provide that postal rates should be such that this class of busi- 
ness should pay for itself. That would mean that the government 
would undertake to compete with the express companies upon 
equal terms. There could be no doubt of the outcome of such an 
arrangement. Experience has proved the superiority of private 
management in innumerable cases. The government would be 
absolutely unable to absorb any appreciable amount of the busi- 
ness upon such a basis. In certain cases where express charges 
are now exorbitant some reduction might be effected; but it is 
entirely unnecessary that the government should take such an 
undignified step to bring about a reduction of exorbitasaseuexpress 
rates, The same end may be accomplished by the Interstate 
Commerce Commission under the new rate law, directly and 
without friction. Express companies as well as railroads are 
now made answerable to that law, one of the cardinal principles 
of which is that all rates and charges shall be reasonable. 

There are some grounds to fear, however, that no parcels- 
post could be established which would be self-supporting. The in- 
nate desire of the people to get something, as it were, for nothing, 
would soon express itseif in a demand for a reduction of rates. 
No administration could be popular and at the same time effect- 
ively resist such a demand. It has been proved over and over 
again in history, that wherever a democratic body politic has 
undertaken to conduct a commercial enterprise of a public- 
service character, the demand for rates far below the cost of 
doing the business has seldom or never been successfully resisted. 
If this has proved true of local governments, how much more is 
it likely to be true of the federal government which, nearly 
everybody seems to think, already has a revenue so great that the 
principal problem with regard to it is the determination of the 
best method of turning it back into the channels of trade. Even 
at present with a nominal postal deficit of from $11,000,000 to 
$14,000,000, but with an actual deficit as will be subsequently 
shown of much more than that amount, it seems that the demand 
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for penny postage and for the increase of salaries of certain 
classes of postmasters and of almost the entire clerical force is 
too strong to be resisted effectively. 

The real issue is, therefore, Can the government expect suc- \ 
cessfully to compete with the express companies, on a business | 
basis? If it can be shown that the government would be ~ 
utterly unable to compete it follows that the government should 
not undertake the service. 

The principal argument advanced by the advocates of the 
parcels-post is that the plan has worked out fairly successfully 
in Europe, and that the same success ought to attend its opera- 
tion in this country. Let us then examine this contention and 
ascertain the extent of its validity. 

In the first place it must be borne in mind that America is not 
England or Germany. Conditions are altogether different in 
many respects. In America we have a more democratic govern- 
ment. It is readily admitted that under a paternalistic govern- 
ment such as that of France or Germany certain industries may 
be taken over by the state and operated successfully. The Ger- 
man official is almost entirely free from any political pressure 
whateverss His term of office depends almost solely upon his 
efficiency. In this country, on the other hand, there is scarcely 
a federal office of importance, and but a small number of re- 
sponsible positions of any kind in federal employment, the 
tenure of which is upon a merit basis. Time and again it has 
been demonstrated that democratic governments cannot tain- 
tain proper discipline over their employees. Even though com- 
paratively efficient civil-service systems may be established, it is 
utterly impossible to reduce the service to a purely business hasis, 
such for instance as will be found in any large and successful 
private enterprise. Moreover,.as already pointed out, the agents 
of a democratic government are absolutely unable to resist strong 
organized political pressure, for a revision of the service, or for 
a modification of rates in favor .-f any strong group of interests 
capable of polling a large vote. The great political parties of 
this country are so evenly divided that no administration or 
department would dare to oppose, or in any way to alienate the 
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votes of any appreciable portion of the population, as long as the 
only serious objection to the proposition would be the lavish 
waste of government funds, about which everyone seems to care 
so little. In other words, a democratic government could not 
resist the demand for rates which would be ruinous*to any private 
enterprise if it were conducted on as extravagant a basis. 

Secondly, the physical conditions of the United States and of J 
most European countries are altogether different. The areas of 
Germany and of the United Kingdom are 208,830 and 121,371 
square miles respectively, while the area of the United States 
(excluding colonies) is 3,625,122 square miles, or more than 
seven times that of Germany, and thirty times that of the United 
Kingdom. 

The average population per square mile in the United States 
is 23.22, while that of Germany is 289.60, and that of the United 
Kingdom is 356.11, showing the density of population of Ger- 
many to be more than twelve times greater, and that of the 
United Kingdom, fifteen times greater than that of the United 
States. 

Although no reliable statistics have ever been published as to 
the distance traveled by the average mail parcel,’ it is safe to as- 
sume that the distance in America is at least as great as the start- 
ling differences in area and population would seem to show. The 
people of the United States, though distributed over a much 
greater area, are as a rule much more closely bound together, 
than is the case with most European countries. This is due to 
the fact that a very large proportion of the population of the 
newer sections of our country have themselves emigrated from 
the older and more settled portions. In Europe, on the other 
hand, the population of the local communities is quasi indigenous, 
and consists almost entirely of those whose forefathers have 
lived in the same locality from’time immemorial. The result is 
that communities exhibiting a growth of this character are more 
isolated than communities made up of emigrants from_other sec- 
tions. Naturally there would be less social and commercial inter-_ 
course under such circumstances with the more distant sections 

+See estimates in Journal of Political Economy, Vol. VII, pp. 145 ff. 
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of the country. It is evident that in the distribution of small _ 


parcels the expense of distribution increases almost directly with 
the area to be covered, and with the decreasing density of the 
population. The average rural carrier in Germany easily serves 
from eight to ten times the number of patrons that may be 
served by a carrier in the United States. 

What has been said of the country is equally true of the cities. 
Our cities are spread over an area many times larger than those 
of equal population in Europe, and the expenses of distribution 
and collection of mail matter are correspondingly increased. 

It is idle, therefore, to assert that there is any basis for assum- 
ing that what has been done in Europe can also be done in the 
United States. 

But notwithstanding the more favorable conditions which pre- 
vail in Europe for the successful operation of a parcels-post 
system, its success even there is not altogether unqualified. In 
Germany the mail service is hampered by a cumbersome zone 
system, and the classification and the rules governing the receipt 
and delivery of parcels are often intricate and vexatious. 

The German postal rates for parcels are as follows: 








Weight Distance Rates 





Under 5 kil. (11 lbs). 10 German miles (46 Eng.) 25 pfennigs (6 cts.) 
5 “ (11 Ibs). Unlimited 5° (12 cts.) 
Each additional kil. 
(2 Ibs). 1o German miles 5 (1} cts.) 
“ 10 ti 
“ce 20 
“a 30 
5 “ 40 
Over 150+ “ 50 











The weight limit is 50 kilograms. The maximum charge 
would then be 12 cents for all packages under 11 pounds, and 
about $5.50 for packages weighing 110 pounds for distances 
greater than 150 miles. 

To the rate upon all packages containing breakables, hats, or 
animals 50 per cent. is added. Moreover, packages are carried 
upon the fast limited trains only upon the payment of extra post- 
age amounting to 24 cents per parcel. The charge for special 
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delivery is 10 cents to points within incorporated towns and 22 
cents to all points on rural routes. A charge is also made for the 
regular delivery of all packages, amounting to 2% cents for all 
packages under 11 pounds, and 3% cents for heavier packages 
delivered to parties residing within the limits of an incorporated 
town, while 2% cents is charged for packages under 5 pounds, 
and 5 cents for packages over that weight to be delivered in the 
country. Practically all kinds of packages are accepted, though 
live animals must be so caged as to eliminate danger of injury to 
the post-office employees. Damages up to a limited amount may 
be obtained for all parcels lost or destroyed, and extra insurance 
may be obtained upon the payment of a small premium. Pack- 
ages may be sent C. O. D., which is not the case in either England 
or America. 

Thus it will be seen that the German system which has been 
so highly praised leaves something to be desired in point of sim- 
plicity. Nor are the average rates on heavier parcels as low as 
might appear at first glance. It must be remembered also that 
the German railways are owned by the government, and are 
required to carry all postal matter weighing less than 11 pounds 
without charge to the postal department. 

The British system of parcels-post is about half-way between 
that of Germany and of the United States. The rate for 1 pound 
is 3d., and 1 penny is charged for each additional pound up to 9 
pounds, with a maximum charge of 1s. for packages weighing 
II pounds. Packages for foreign delivery are accepted at the 
following rates: 

WU. fk ccctineadessecuetontuie 12d. 

PMD 55650545 psdaraesancedosios 48d. 

DET: ciscaviacsnceiinidaanaa 72d. 
Parcels may be six feet in combined length and breadth, but not 
more than three feet six inches in any one dimension. No living 
animals are accepted, with the exception of bees. 

The British parcels-post system was established in 1883 by 
the noted blind economist, Mr. Henry Fawcett, then serving in the 
capacity of postmaster-general. It has been demonstrated any- 
thing but an unmitigated success. The British government like 
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all other governments has proved itself a bad bargainer, and a 
worse business manager. Its postal department has long been 
bound by a contract with the railways, whereby not only all rail- 
way telegrams are carried free at the government’s expense, but 
the railways receive 55 per cent. of the gross revenue on parcels. 
A recent parliamentary investigating committee discovered that 
£140,000 too much was being paid by the government for the 
ocean transportation of its mails, and that £40,000 more than 
the regular market price for a similar quality of goods was being 
paid for postal stationery. 

During the first eight months of the operation of the parcels- 
post in Great Britain, the direct loss attributed to this new branch 
of the postal service was £35,000. In order to conceal this enor- 
mous deficit Postmaster-General Fawcett thought it best to amal- 
gamate the parcels-post revenue with that of the general revenue 
of the department, so that, using his own words, “the expense 
on parcels account may be unavoidably mixed.” In 1889 the 
chancellor of the exchequer made the following statement in 
Parliament: “The business of the Post-Office is already so 
expensive that it has appeared to me undesirable to impose upon | 
it new responsibilities.” 7 yi rae 

It would seem, therefore, that if such doubtful success at- 
tended the development of the parcels-post system in England 
where conditions are so much more suited for its development, 
there should be some hesitation before attempting to develop a 
similar system in the United States. 

Now let us turn to our own system, and see whether conditions 
are such as would warrant the increase of the duties and responsi- 
bilities of our postal department. The United States post-office 
is frequently cited as a conspicuous example of the success of an 
important commercial enterprise undertaken by the government. 

In the first place it should be pointed out that the postal sys- 
tem of the country, though in the very nature of things of vast 
proportions, is of itself exceedingly simple and easy of operation 
when compared to any other great industry, as the following con- 
siderations will indicate: 

First, and most important, it must be remembered that the 
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post-office has a complete monopoly of carrying all first-class 
mailable matter. The problems met with in competition which, 
in any other kind of business, are of primal importance, are thus 
entirely eliminated. 

Second, the United States post-office is not established upon a 
business basis. Enormous deficits are regarded as inevitable in 
the ordinary course of business, and excite no alarm whatever, as 
appropriations are always forthcoming to meet them. 

Third, in the postal business there are no problems of con- 
struction or maintenance of equipment such as are met with in 
the ordinary business enterprise. The department owns practi- 
cally nothing save a few mail bags, and office fixtures. Even the 
public buildings and magnificent post-offices used are property of 
the Treasury Department; the capital invested in them together 
with the expense of lighting, heating, and janitor service being 
charged directly to the federal treasury, and in no way figuring 
in the postal deficit. 

Fourth, the post-office pays no interest upon its capital invest- 
ment, such as would be necessary in any private enterprise of like 
character. 

Fifth, the principal portion of the business of the post-office— 
that of transporting mail from one city to another—is done by 
contract with private companies. 

Sixth, the United States Postal Department is entirely exempt 
from all forms of taxation, as are all other forms of federal 
property. 

Seventh, postal rates are uniform throughout the country. 
There is no attempt to apportion the charges in proportion to the 
cost of doing the business, or to follow the principle of charging 
what the traffic will bear. The principal and most intricate prob- 
lem with which all private enterprises have to deal is therefore 
entirely eliminated. 

Eighth, the Postal Department is not charged with any of the 
expense of the principal office at Washington. This includes the 
salaries of the postmaster-general, together with several assist- 
ants and more than 1,000 clerks. All this expense is charged 
directly to the Treasury. 
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And yet notwithstanding the simplicity and uniformity of all 
postal operations, the present management of our postal depart- 
ment leaves much to be desired. It is without doubt the largest 
business in the world. There are 320,000 employees already in 
the service of the department. Its annual transactions aggregate 
more than a billion and a quarter of dollars. It must, therefore, 
be conceded that the management of so great a business is pre- 
sented with many difficult and intricate problems. 

With any other business of large proportions it is recognized 
that the individual in charge of the same should be a man of long 
experience and minute knowledge of the details of that particular 
line of industry. We would not expect, for instance, to find a man 
at the head of a railroad or of a great manufacturing industry 
who had not had at least fifteen or twenty years’ experience. And 
yet during the past thirteen years we have had eight postmasters- 
general. How, f ask, is it possible to expect that efficient man- 
agement of this great industry can be obtained from men with 
practically no training for that kind of work, other than that 
found in the school of politics? Such a policy would bankrupt 
any other capitalistic enterprise within a very short time. The 
German and the British postal officials are men with long train- 
ing and experience in that department, and their tenure of office 
is much more secure, depending more directly upon their own 
efficiency. 

Mr. H. A. Castle, former auditor of the Postal Department 
of the United States, has shown in its true light the many defects 
of our present postal system, and how far it comes from being 
that which should be expected of a private enterprise of like 
character. Speaking upon this point he says: 

The protracted postal investigations of 1893 revealed to thinking men the 
disquieting fact that our national mail system, which is now the greatest 
business enterprise in the world, is entirely destitute of logical, coherent, 
business-like organization. 

Among many other striking defects, he points out that there 
is utter lack of business methods in the accounting department. 
Of the one billion and a quarter dollars of transactions repre- 
sented in the accounts of the 70,000 postmasters all over the 
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United States, less than 10 per cent. have the double audit 
required by law. Fraud, peculation, and embezzlement of third- 
and fourth-class postmasters have become common occurrences 
and are exceedingly difficult to detect. As the salary of these 
postal officials depends upon the number of cancellations at their 
respective offices, all sorts of fraudulent schemes are continually 
being practiced to swell the number of cancellations beyond the 
legitimate amount. 

Furthermore, there is no method of auditing the number of 
cancellations, and the department must accept the word of the 
postmaster, which may or may not be true. Several cases have 
been unearthed where an agent of a manufacturer has secured a 
nominal position of postmaster at some out-of-the-way point, and 
by drawing a salary based upon the number of cancellations has 
practically been able to secure a rebate amounting to about 75 
per cent. on all matter mailed, the mailable matter being shipped 
to said point by freight. Absolutely no account is kept or record 
made of the number of stamps issued by the Bureau of Printing 
and Engraving, and no one has any means of knowing how many 
disappear before official record of the stamps issued is made by 
the Postal Department. 

The weighing of mail matter handled by the railroads takes 
place only at stated intervals of four years. As the payment of 
the railroads depends upon the average tonnage during the period 
in which the weighing goes on, it is charged that all sorts of 
fraudulent schemes are continually being practiced by the rail- 
roads to increase the weight of the mail during this period. 

There is no auditing of railroad accounts. Forty million dol- 
lars is annually paid out by the department merely on the state- 
ment of the railroads that the service has been performed. There 
is no effort made to ascertain the truth or falsity of the allega- 
tions. 

There is no method of accounting for the actual amount of 
cash received by postmasters in payment for second-class mail. 
The amount of cash turned in by the various postmasters may or 
may not bear any relation to the actual amount of such mail 
received at their respective offices. It is impossible to detect dis- 


| 
| 
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honest returns except in some of the most aggravated cases. The 
average mercantile house which should practice such methods 
would be forced out of business in less than six months. 

The slowness of the Postal Department to adopt modern busi- 
ness methods is strikingly illustrated by the fact that till quite 
recently the only method of checking the money-order accounts 
of postmasters was by a hasty examination of the stubs of order 
books turned in. No account was made or reference taken to 
the actual receipted orders. Imagine a bank attempting to 
settle accounts with its customers by the examination of the 
stubs of their check-books, rather than by reference to the 
actual checks! 

We are driven to the conclusion, therefore, that the Postal 
Department as now organized and operated would be utterly 
unable to compete with express companies upon purely a business 
basis. 

Take, for instance, the money-order business. The post-office 
and the express companies compete with each other at practically 
the same scale of charges. The express companies make a profit 
while the Postal Department, according to the statement of its 


former auditor, loses not less than $2,000,000 per year on the 
same class of business. 


Take also the case of second-class mail, upon every pound of 
which the government loses an average of 6 cents, or 600 per 
cent. The express companies find it possible to handle this mat- 
ter upon which the department loses so heavily at a profit, and 
today more than 75 per cent. of the magazines and periodicals 
printed in the city of New York are carried out of the city by 
private express companies at rates ranging from 50 to 75 per 
cent. of the postal charges of I cent per pound. 

A short time ago the Postal Department advertised for bids 
on a contract for printing stamps. The bid of the Bureau of 
Printing and Engraving, which is organized along the same 
lines as the Postal Department, and admittedly transacts practi- 
cally all of its contract business at an actual loss, was still 
$110,498.98 higher than that of the American Bank Note Com- 
pany, a private organization conducted for profit. Conceive then 
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the blundering extravagance of the Postal Department, where, 
for reasons not at all apparent, the higher bid was accepted! 

Furthermore, the Postal Department as it is now organized 
is altogether unfitted for handling large quantities of packages. 
Even under present conditions the many packages sent through 
the mail tend to congest the movement in the large cities and 
greatly to retard deliveries. If the government is to absorb the 
express business it will also have to absorb the express equipment. 
The cars now used in railway transportation of mails, and the 
urban collecting and delivery systems are wholly inadequate for 
handling this class of business. The absorption of any consider- 
able proportion of the express business would therefore mean an 
enormous investment of capital which would pay dividends to 
nobody, but upon which the tax-payers would be required to pay 
both interest and principal. 

Furthermore, it should not be expected that the express com- 
panies would quietly drop out of business. They would make a 
tremendous fight for existence, and would at all events retain 
such portions of the business as they are now doing at less than 
the lowest postal rates. The equipment for the express service 
would, therefore, have to be duplicated in every town and vil- 
lage of the United States. It is folly to presume that the public 
would not in the end be required to pay for the enormous loss 
which would be involved in such an uneconomical procedure. 

Would it not, therefore, be better to place the proper safe- 
guards around the existing organizations which are fitted to per- 
form the transportation service by the best and most economical 
means, rather than that the government should undertake the 
impossible, i. e., competition with private companies upon a purely 
business basis ? 

It is pertinent to note the following indictment of the United 
States Postal Department embodied in several successive reports 
of the House Committee: 


There is not a sane business man in the country who has given the matter 
any thought, but knows that the Post-Office Department could be operated 
by private individuals on our present appropriation and show a net profit of 
thirty or forty million per year. 
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The writer is witness to a public statement of President 
Ripley of the Santa Fé to the effect that he was ready to stand 
sponsor for a company which would contract to perform all the 
postal business of the United States at the present rates with 
equal promptness and efficiency, and to pay to the government for 
the privilege a sum of $50,000,000 annually. 

To sum up: It has been contended that the government 
should not undertake to establish a parcels-post with a view to 
distributing the wares and merchandise of a certain class of 
manufacturers and jobbers who in the nature of things could not 
use facilities of this character, but are required to use the slower 
and less expensive freight service. Such action, as we have 
shown, would lead to undesirable results in the concentration and 
congestion of business near the main points of supply. Further- 
more, evidence has been introduced to show beyond all reason- 
able doubt that the government could not compete with the 
express companies upon a business basis, and that it would be 
better to regulate rather than to destroy the most efficient means 
which we now have for handling this class of business.” 

The character of most of the bills introduced during our last 


Congress was such that their enactment into law would certainly 
have meant that the postal deficit would be immediately swelled to 


*? The more expeditious service of the Postal Department has frequently been 
asserted as evidence of superior efficiency over the express companies. It 
must be remembered, however, that no similarity whatever exists between the 
respective services, 

Every express package must be separately billed, booked, and handled with 
care, Every person through whose hands the package passes is separately respon- 
sible, and the records must be such as to enable the company to place such 
responsibility. Thus the shipper may be guaranteed in full against loss. The 
Postal Department, on the other hand, handles packages en masse. In heavy 
pouches mail may be loaded high on trucks, and thrown off swiftly moving trains. 
No record whatever is made of the individual packages, nor is any responsibility 
assumed without registration. 

On sealed first-class matter charged at the rate of 32 cents per pound, for 
an extra registration fee of 8 cents, the government assumes a limited responsi- 
bility up to $25.00. Record must be made of such parcels. Anyone who has 
had any experience in sending registered parcels, with which parcels sent by 
express may be compared, knows that the advantage of expedition, if any, lies 
with the express package. 
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enormous proportions. Former auditor Mr. H. A. Castle esti- 
mated that the annual deficit could not be less than $100,000,000 
if any of the more radical bills were passed, reducing postal rates 
on parcels to practically 2% cents per pound. Every pound 
handled would then mean a direct loss to the government rang- 
ing from 4 to 1o cents. Similar bills will in all probability be 
presented during coming sessions of Congress as contrasted 
with the policy proposed by Postmaster-General Meyer, of in- 
creasing the weight limit of parcels from 4 to 11 pounds, and of 
the reduction of the rate from 16 to 12 cents per pound.® 

It would seem that there is some justice in the contention of 
Postmaster-General Meyer to the effect that the domestic serv- 
ice should at least be as cheap as our service to foreign countries, 
and the nominal reduction of 25 per cent. which he proposes 
would certainly not be disastrous to all local interests. It is 
greatly to be feared, however, that this is a step in the wrong 
direction, and will lead to more radical reductions in the future. 

It has been contended that inasmuch as the average cost to the govern- 
ment of handling mailable matter is somewhat less than the present charge upon 
parcels, a considerable reduction might be effected without involving a direct 
loss. This, however, does not necessarily follow. Owing to the system of flat 
rates which now prevails, any reduction would increase the proportion of pack- 
ages to be sent long distances, which of themselves are unprofitable and entail 
an expense to the government much greater than the average cost of handling 
all mailable matter, while the express companies would still retain the short--. 
distance parcel traffic, as at present. The only alternative would be the 
establishment of a zone system of postal, rates, a, proposition which for this 
country presents many and serious objections. 

*In order to offset the advantage which will accrue to the mail-order houses 
through a general reduction wf rates on parcels, Postmaster-General Meyer has 
proposed to establish a local parcels-post, to apply to all matter originating at the 
local office or along the routes of the local rural carriers, He would reduce the 
rates on packages of this character to 25 cents per parcel of 11 lbs. This he 
believes will enable the local dealer to supply his customers by mail at a smaller 
cost, thus giving him an advantage over mail-order houses which will be required 
to pay the higher general rates. It is to be doubted, however, whether this will 
accomplish the end desired. The local dealer’s most important advantage lies in 
the display of the actual goods offered. He would be utterly unable to compete 
with the mail-order houses by employing their own methods, for in the nature of 
things he can offer neither the variety of goods nor the attractive advertising. 


ALBERT N. MERRITT 
Cutcaco, ILL, e 





THE FORTUNE OF JOHN JACOB ASTOR 
II. INVESTMENTS IN REAL ESTATE 


Thus far only the trading ventures of John Jacob Astor 
have been discussed. But it is not, therefore, to be inferred 
that they were the sole species of gain-getting with which 
Astor was identified. In fact, it is well-known that the returns 
derived from trade were quantitatively a comparatively insignifi- 
cant portion of the great fortune which he transmitted to his 
descendants, the bulk of that fortune being derived from real- 
estate investments in and around New York City. Neverthe- 
less, the profits that grew out of Astor’s early operations in the 
fur-trade and in foreign shipping afforded the means necessary 
for embarkation upon his policy of land investment. Conse- 
quently, the initial stages in the development of his trading 
interests gain added significance as the indispensable antecedents 
of a later era of bewilderingly rapid expansion of wealth. 

As early as 1800 Astor adopted the policy of utilizing his 
mercantile gains in the purchase of land just beyond the city 
limits. He gradually sold this land as its price advanced, in 
order that more extensive tracts somewhat farther out might be 
bought with the proceeds. Parton tells a story that serves to 
illustrate his methods. In 1810, it is said, Astor sold a lot near 
Wall Street for $8,o00—a sale highly pleasing to the purchaser, 
who averred that in a few years it would be worth $12,000. 
“Yes,” said Astor, “ but with the $8,000 I will buy eighty lots 
above Canal Street, and by that time my lots will be worth 

It was somewhat prior to the date of this prudent sale, that 
Astor bought up the rights of succession to certain lands in 
Putnam County'—a purchase destined to bring his name into 


1Cf. Parton, Life of John Jacob Astor. Cf. also, Niles’ Register, February 27, 
1819; June 7, 1828; March 20, 1830; June 26, 1830. Cf. also, the case of Jackson 
vs. Carver, Circuit Court of the United States for the Southern District of 
New York. Reported by E. V. Sparhawk for the New York American, Pub- 
lisher, Elam Bliss, New York, 1827. 
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rather unpleasant repute. At the outbreak of the Revolutionary 
War about one-third of the lands in Putnam County had been 
held by Roger and Mary Morris, but, as they were loyalists, 
their holdings had been declared attainted, and had been taken 
over by the state. In some way, John Jacob Astor learned that 
the Morrises had possessed only a life-interest in the property, 
and that upon their death, their heirs could still inherit it, the 
the attainder not operating to divest the latter of their rights of 
succession. Astor thereupon purchased the rights of the heirs 
(1809) for the sum of $100,000. At the time about seven 
hundred families were settled on the property, residing there 
under titles given them by the state, and quite ignorant of the 
fact that they were in imminent danger of dispossession. Some 
years later, there was great consternation when Astor made 
known his claims, and the state legislature at once appointed 
commissioners to inquire into the matter and see what could be 
done. At that period the lands in dispute were conceded to be 
worth $667,000, but Astor’s offer to settle with the state for 
$300,000 was nevertheless refused. Thereupon negotiations 
were dropped, not to be renewed until 1818. Roger Morris had 
then been some time dead, and his widow was advanced in years 
and very feeble. Consequently, it was evident that the owner- 
ship of their former estate would soon vest in the purchaser of 
the rights of succession. The matter of a settlement was again 
agitated and this time Astor offered to take $300,000 with inter- 
est for the four years that had elapsed since his first offer. But 
once more he met with a refusal, and, no further action was 
taken until 1827, when the legislature enacted a law which pro- 
vided that Astor should be offered a certain price for his claims, 
if, within thirty days, he executed a deed of conveyance in fee 
simple to the state, with a warranty against the claims of the 
Morris heirs.2, However, before he could receive any part of the 
sum agreed upon, he must obtain a judgment of the United 
States Supreme Court in favor of his title. 

In 1830, Astor’s claims were sustained by a decision of the 
Supreme Court in the first one of five suits, which, it had been 


*Mary Morris had died before this last-named date. 
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arranged, should be prosecuted to a final judgment. It had also 
been agreed that, if three of these suits should be decided in his 
favor, he was to receive from the state $450,000 in payment 
of his rights, subject to a deduction of $200,000, in case the 
court held that buildings and improvements did not go with the 
ownership of the land in dispute. In June, 1830, a third verdict 
was rendered which meant victory for Astor. He received the 
full amount of $450,000, with interest from April, 1827, for a 
property which by that time had attained a valuation of 
$1,500,000. The sturdiness with which this claim was pushed 
to a successful issue in the face of vituperation shows the char- 
acter of the man. Judging from such evidence, it would cer- 
tainly seem that he was devoid of those non-commercial and 
extra-legal standards of right-dealing which hinder many men 
in their advance toward fortune.* The incident obviously brings 
out traits of disposition which have undoubtedly been important 
factors in the acquisition of wealth by individuals such as he. 

During the War of 1812 Astor loaned large sums on real- 
estate security and had numerous opportunities to foreclose the 
mortgages thus acquired under conditions most favorable to 
himself. Likewise, during the panic of 1837, when real estate 
was a drug on the market, he reaped an unprecedented harvest. 
At that time he is said to have appeared as a complainant in some 
sixty different suits, in nearly every case obtaining valuable prop- 
erties at absurdly low prices. 

But it was not only during periods of financial distress that 


Astor secured extraordinary bargains. His ability to diagnose 

5In one of the early suits that came to trial in the United States District 
Court for the Southern District of New York (Jackson vs. Carver, 1827), the 
case for the tenants holding under the state was argued by Webster, who made 
a straight appeal to the prejudices of his hearers, since he had a very weak 
legal defense. “The lands to be affected by a verdict in this case were held as 
a patrimony by the defendants. They had purchased them from the original 
* patentee; they had labored for years to improve them. The rugged hills had 
grown green under their cultivation before a question was raised as to the 
integrity of their titles. They have grown with the lands around them and 
they have a right to retain them until a legal claimant comes to turn them out 
of possession. And unless the testimony upon which that individual founds his 
claim is as clear as possible it is your duty to reject his title and retain the lands 
in the hands in which they now are.” 
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probable future developments enabled him at all times to buy 
for insignificant sums unimproved or remote properties, which 
later came to be valued at many times the prices originally paid 
for them.* For instance, William Waldorf Astor says, when 
speaking of his great-grandfather’s investments in real estate: 


These purchases were made with such judgment in the line of approach- 
ing expansion, as frequently to be sold again after a few years for double 
or treble what he paid for them. One of these farms purchased in 1811 for 
$900 is now worth, with its improvements, $1,400,000." 


A discussion of the immense gains derived by John Jacob 
Astor from land investments must not lose sight of the fact 
that those investments were made under peculiarly propitious cir- 
cumstances. They were begun when the land was young and 
relatively undeveloped, and they persisted during a period of 
extraordinary growth—a period during which New York was 
assuming ever greater importance as the commercial center of a 
country whose trade and industry were advancing by leaps and 
bounds. The rapid appreciation of land-values which took place 
could hardly have occurred in an older community, where condi- 
tions are more stable and development progresses at a steadier 
pace. Moreover, in an old country there is not the same tend- 
ency to sudden shifts of the commercial center of gravity, as there 
is in a new one, whose resources are being continually developed, 
and whose facilities for transport are being improved. For 

*For instance, $2,000 is said to have been the purchase price of a block in 
Harlem worth $1,000,000 today. Numerous lots on lower Broadway, bought at 
various times for $200 or $300 are now estimated to be worth from $300,000 
to $400,000. An East Side farm that cost Astor $20,000 has a present-day valu- 
ation of $8,000,000. For $75,000 he purchased one-half of Governor Clinton’s 
Greenwich estate. Later Clinton’s son-in-law borrowed money of Astor on the 
security of real estate, which was eventually taken over by the latier for non- 
payment of debt. Nearly two-thirds of the Clinton property thus came into 
possession of the Astor family, which today, it is estimated derives a yearly 
income of $500,000 from the buildings erected upon it. 

These details are taken quite uncritically from an article by Burton Hen- 
dricks in McClure’s Magazine, April, 1905. There seems no reason for doubting 
their substantial truth, however, and they gain added credence in the light of 


the statements made by William Waldorf Astor in an article in the Pall Mall 
Magazine, Vol. XVIII. 


® Pall Mall Magazine, Vol. XVIII. 
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instance, the completion of the Erie Canal in 1825 at once threw 
a large part of the western trade, which had formerly gone 
through Baltimore and Philadelphia, toward New York; and, 
in addition, it led to an increase in the amount of products car- 
ried, since it so cheapened the cost of transportation as to bring 
new lands toward the northwest into the market. There would 
of course be every reason to expect a rapid augmentation of the 
population, trade, and land values of New York City, as a result 
of these changes. The statistics of growth of the period from 
1820 to 1850 are indeed astonishing,’ ‘and it is not surprising, in 

* Andrews, Report on the Colonial and Lake Trade (1852), pp. 275, 276. 

™ Statistics showing the amount of the imports and exports of New York 
City for a series of years bear excellent witness to its unusual growth as a center 
of foreign shipping, and these statistics are especially significant when com- 
pared with the figures for Boston and Philadelphia, both of which cities at one 
time excelled New York in the magnitude of their foreign shipments. The value 
of the imports into Boston, Philadelphia, and New York for the period from 
1820 to 1850, are as follows: 








Philadelphia New York 


$ 8,150,000 $ 26,020,000 
9,520,000 38,650,000 
$14,820,000 8,460,000 60,060,000 
28,650,000 12,060,000 116,660,000 














Philadelphia New York 


$5,740,000 $11,760,000 
4,290,000 17,660,000 
6,820,000 32,400,000 
4,500,000 47,580,000 

















The population of the city grew during this period from 123,706 in 1820 to 515,394 
in 1850. 

Statistics showing the increase in value of the real and personal estate held 
within New York City are as follows: 


ne ee ae a ee lll 
Mp see e sn e teow sv srne Be 
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ae we «6 « « + «+ + 286,080,000 


These figures are, however, practically worthless for purposes of comparison as 
the methods of valuation varied widely from year to year. Moreover, the increase 
in the extent of the city lands is not known, and consequently there are no means 
of estimating the amount of the “‘unearned increment” accruing to a fixed area 
during this period. Then, too, personal property as well as realty is included in 
the estimates. Cf. Andrews, Report on the Colonial and Lake Trade (1852), 
pp. 282-88. 
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the light of the development that took place, that John Jacob 
Astor who began to invest in real estate in 1800, when New 
York was little more than a good-sized town, should have died 
seized of holdings valued at from $18,000,000 to $20,000,000.*® 

In conclusion, it should be said that information regarding 
the nature and extent of John Jacob Astor’s real-estate holdings 
is very scanty, and frequently of doubtful authenticity. The tax 
records of New York City throw no light on the subject,® and no 
definite knowledge is to be got from a study of Astor’s will, 
since, after making various minor bequests, chiefly of land, he 
devises the rest of his property without further specification to 
his son, William B. Astor.1° Detailed information is therefore 
lamentably lacking, but the facts that are obtainable will, it is 
thought, prove sufficient to furnish material for certain broad 
generalizations, and to afford the data necessary for purposes of 
comparison with other phases of Astor’s activity. 


ANNA YOUNGMAN 
Tue UNIVERSITY oF CHICAGO 


’ Having acquired an immense landed estate, it was no part of Astor’s 
purpose to make all the improvements upon it himself. He frequently rented 


out lands for twenty-one-year periods upon a net basis of 5 or 6 per cent., 
leaving to the tenant the erection of dwellings, payment of taxes, and making 
of repairs, the buildings and other improvements to become the property of the 
owner of the land upon the expiration of the lease. In consequence of the hard 
terms exacted, large blocks of land, it is said, were left vacant or else covered 
with the flimsiest sort of structures. Cf. Burton Hendricks, “The Astor Fortune,” 
McClure’s Magazine, April, 1905. 

®The tax records of the city of New York give no information concerning 
the ownership of the parcels of real estate assessed. The president of the 
Board of Tax Commissioners of New York City (Borough of Manhattan) thinks 
that the only way to obtain even a partial knowledge of the extent of the real- 
estate holdings of John Jacob Astor is to undertake an elaborate search through 
the records in the County Register’s office. 

” Parton, Life of John Jacob Astor, to which is appended a copy of his 
will. The only investments mentioned in the will, other than those in real- 
estate, are as follows: $100,000 in New York City 5 per cent. bonds; $50,000 in 
New Haven 5% per cent. bonds; certain sums deposited in the New York 
Life Insurance and Trust Co.; 500 shares of the capital stock of the Bank of 
North America; 1,000 shares of the Manhattan Co.; 1,000 shares of the capital 
stock of the Merchants’ Bank; 1,604 shares of the capital stock of the Me- 
chanics Bank. These scattered items are probably of no great significance for 
present purposes. 





NOTES 


THE CONVENTION OF THE SOCIALIST PARTY 


Just about what socialism really is in this country and what it 
is likely to become in the near future were pretty definitely indi- 
cated by the National Party Convention which met in Chicago 
in May. 

The most significant thing about this convention was perhaps its 
composition. It was distinctly not a homogeneous body of work- 
ing men in the usual meaning of that term. In fact, the actual 
mechanical wage workers present as delegates were comparatively 
few in number. In their stead farmers, lawyers, editors, small 
enterprisers, politicians, professional organizers, professional agita- 
tors, and ministers and ex-ministers of the gospel bulked large on 
the convention floor and were loud in the convention proceedings. 

This startling heterogeneity of representation is partly to be 
accounted for, of course, by the comparative poverty of the actual 
wage workers in the party and the difficulties which they naturally 
meet with in quitting work for propagandistic purposes. But it 
means, I take it, very much more than this. It indicates the fact 
that, taking things as they actually are, socialism in this country at 
the present time is by no means correctly represented as a mere 
movement of the working class and that it is neither to be under- 
stood nor judged by the mere study of Marxian or any other social- 
ist philosophy. It means particularly that while socialism has a 
solid basis in working-class membership, it is, like most new move- 
ments resting to any considerable degree on sentiment, a loadstone 
for the most diverse elements in society ; that it has drawn to itself, 
along with intelligent and constructive middle-class leaders, a gener- 
ous quota of cranks, mystics, and mere agitators. This to a large 
degree helps not only to interpret the convention proceedings but 
to forecast as well the immediate future of the party’s history. 

The convention proceedings reduced to lowest terms were an 
eight-day contest for control of the party policy and machinery 
between a comparatively small group of very intelligent, skilful, 
moderate, and constructive leaders, drawn to a large extent from 
the middle class, and an unorganized, impulsive, comparatively 
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unintelligent, sentimental, for the most part negative, and in part 
revolutionary mass, drawn from all classes and actually represent- 
ing none. In this contest the constructive element won out at almost 
every point, but it did so only by uniting passionate eloquence with 
great adroitness in the wording, postponement, and compromise of 
issues, by the exercise of self-control in the face of much insinua- 
tion and abuse, and by making the strongest professions of loyalty 
to the principle of the revolutionary class struggle. 

It was recognized by the party leaders that socialism can develop 
little strength in this country unless it can draw its support largely 
from union membership. To meet this situation a declaration was 
required that could be supported both by the revolutionary and 
constructive or practical socialists, that would satisfy the industrial 
unionists in and out of the party and that would at the same time 
convince the trade-unionists that the socialist party is capable of 
securing for the worker immediate amelioration of his condition 
and amelioration without interference with the direct policy and 
methods of unionism or with craft autonomy. 

The situation was a difficult one. It was met in a way after 
stormy debate, in which the attempt was made by the impossibilist 
or revolutionary element to force the convention into a fatal decla- 
ration in favor of industrial as against trade-unionism. The reso- 
lution as finally adopted was addressed significantly to “organized 
labor.” It recognized the “natural,” “necessary,” and “educative” 
character of the non-political labor movement and its “necessary” 
autonomy. But at the same time it called upon “all organized work- 
ing men to remember that they still have the ballot in their hands, 
.... to realize that the intelligent use of political power is abso- 
lutely necessary to save their organization from destruction, and to 
rally to the support of the party of their class.” 

Looked at from the standpoint of ultimate party policy and 
control, the adoption of this resolution represented a distinct and 
significant victory for the constructive element. From the stand- 
point of immediate success, however, the victory was in all proba- 
bility a barren one. The sponsors of the resolution could not 
prevent an acrimonious debate upon it which called attention to the 
existence of a strong impossibilist and anti-trade-unionist faction in 
the party. Nor could they prevent Bill Haywood from presiding 
at the ratification rally held shortly after and there making a bitter 
attack upon the leaders of the American Federation of Labor. But 
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these incidents apart, the immediate practical effect of such a reso- 
lution is distinctly problematical. Trade-unionism does not take 
seriously from the socialist party mere general assurance of appre- 
ciation and co-operation. Its officers and members want to be shown 
that immediate advantage will result to them before they take seri- 
ous steps looking toward any alliance with the socialists. 

No better success attended the efforts of the constructive ele- 
ment to convince the farmer that his interests lie in the direction 
of alliance with the socialist party. The majority of the committee 
appointed to report a farmers’ programme hoped to gain favor with 
the agricultural element by distinguishing between the capitalist 
landowner and the small farmer, by convincing the latter of his 
proletarian character, and by denying the intention of the socialist 
party to expropriate him. These good intentions were foiled by 
the revolutionary element, singularly enough supported largely by 
the agricultural delegates. The carefully constructed majority 
report was displaced by a revolutionary declaration promising the 
small farmer “protection through the socialization of national 
industries,” but recommending him to study socialism and insisting 
“that any attempt to pledge the farmers anything but the complete 
socialization of the industries of the nation to be unsocialistic.” 

The skill of the party leaders was specially displayed in connec- 
tion with the problem of immigration. In dealing with this mat- 
ter delicate manipulation was required in order to reconcile the 
revolutionary and practical factions. The Marxian slogan, “pro- 
letarians of all nations unite,” and the central socialistic conception 
of the class struggle seemed to stand definitely in the way of a 
restrictive declaration. But it was equally evident that adherence 
to doctrinaire principles at this point would ill mate with declara- 
tions assuring the American worker, especially of the Pacific Coast, 
that the socialist party stands opposed to his further exploitation 
and for the immediate practical amelioration of his condition. 

In this dilemma the convention supported its committee in a 
resolution which goes a long way toward banishing all doubts as to 
the practical astuteness of the political labor leaders. This reso- 
lution, after affirming the class struggle to be the fundamental 
principle of socialism, deftly clothed the immigration issue in the 
habiliments of a problem of capitalist aggression; boldly upheld 
the right of the worker to protect himself against injury from such 
aggression in the guise of immigration; then as deftly dodged the 
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whole issue by declaring that the position thus taken does not 
“commit the socialist party to any attitude upon specific legisla- 
tion looking to the exclusion of any race or races as such,” and by 
proposing a special committee to “carefully study and investigate 
the whole subject of immigration in all its aspects, racial no less 
than economic, to publish from time to time such data as they may 
gather, and to report to the next convention of the party.” 

The discussions of unionism, farming, and immigration were 
brought forward deliberately because of the acknowledged need 
of a party programme in regard to these questions. It was quite 
otherwise with the fourth important matter of principle with which — 
the convention grappled. For some time party workers have carried 
on a propaganda which has brought into the membership a large 
body of so-called Christian socialists. The continued success of this 
propaganda seemed to depend largely on the avoidance of an open 
conflict between the Christian and the atheistic elements of the 
party, in which the champions of the materialistic philosophy would 
be sure to disturb the mystical serenity of those who had found it 
possible to look upon socialism as a mere striving for that co-opera- 
tive commonwealth dimly shadowed forth in the altruism of 
religious teaching. 

The contest, however, was not to be avoided. It was sprung 
upon the convention as might have been predicted by the injudicious 
remarks of an overzealous atheist. The contest thus precipitated 
was for the time being compromised by a declaration that “the 
socialist movement is primarily an economic and political move- 
ment and that it is not concerned with religious belief.” But before 
a truce had been thus established the debate had gone far enough 
to indicate rather clearly that, whether the materialistic conception 
of history is or is not capable of being reconciled with Christian 
doctrine, the fact is, that the conditions which lead to a thorough- 
going adherence to Marxian socialist theory do breed atheism—in 
other words, that atheism is a definite enough tenet of working-class 
philosophy and that on this account the so-called Christian socialist 
faction may be surely counted upon to vex the socialist movement 
in the future with an element impossible of real assimilation. 

In the disposition of the foregoing matters the success of the 
constructive group over the revolutionary element was at least 
equivocal. In one respect, however, the so-called opportunists did 
score an important victory in relation to the partv policy. What 
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was wanting in the specific resolutions adopted, in the way of assur- 
ance of immediate practical effort along the line of assumed 
working-class interest, was to a very large extent included in the 
party platform. With comparatively slight opposition the revolu- 
tionary element allowed the insertion in this document of a signifi- 
cant programme of immediate demands. Under the headings 
“General,” “Industrial,” and “Political” were skilfully arranged a 
series of planks covering specifically the demands upon which the 
various labor-class organizations and groups of the country can be 
said to be practically united. Considered apart from the specific 
proceedings of the convention in regard to the problems of union- 
ism, landownership, immigration, and religion, this practical pro- 
gramme would indicate, as the party leaders are inclined to claim, 
a great advance in the practical significance of the party. Taken 
together with these specific proceedings, this claim seems some- 
what extravagant. 

The fact is that the immediate future of the socialist party 
depends more on the character of the party personnel and the party 
machinery than on mere declarations of policy. Before the social- 
ist party can become a potent political force in this country, two 
things are necessary. It must be purified by the elimination of cer- 
tain elements which breed only dissension within and distrust with- 
out; its machinery must be so modified as to give effective 
executive control of the various party organs and functions. These 
facts are clearly understood by the leaders of what we have called 
the constructive element of the party and in the convention they 
made some headway in this direction. 

In the matter of personnel, the future of the party is threatened 
most seriously by a certain ignorant, doctrinaire, ultra-revolution- 
ary, semi-anarchistic element represented by such men as Bill 
Haywood and certain individuals connected with such sheets as the 
Appeal to Reason. Where political anarchism cannot set itself up 
as an independent party, these men and their like fasten themselves 
like leeches upon the most revolutionary party existing and, by the 
power which extravagant appeal to class consciousness has upon the 
minds of the rank and file, they make themselves popular heroes, 
force the real party leaders unwillingly to support their outrageous 
and destructive actions, and damn the party in the minds of reason- 
ably conservative men by assuming to act as its mouthpieces and 
spokesmen. 
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In the campaign for the subordination of this element and the 
ultimate purification of the party, three important advances were 
made by the constructive element in the convention. First, Hay- 
wood,was forced by this element to withdraw from the contest for 
political leadership during the present campaign. Considering that 
Haywood was still in the eyes of the rank and file a martyr to the 
sacred cause of labor, this was a tremendous gain for the con- 
structive section of the party. The feat was accomplished by the 
exercise of both strategy and force. The strategy was shown in 
allowing Haywood as an assumed candidate for nomination to 
bellow about the country weeks and even months before the con- 
vention. In this way, it was hoped that he would politically hang 
himself. And he did so weaken his hold upon the minds and hearts 
of the sane socialist constituency that before the day for nomina-. 
tion came, a caucus of conservative delegates was able to force his 
“voluntary” withdrawal and thus to save the leaders from the 
choice between disruption of the party and suicidal acquiescence. 

With the side-tracking of Haywood, however, the power of the 
constructive forces in the convention was exhausted, so far as con- 
cerned the determination of campaign leadership. They could not 
nominate a man of their own stripe but were forced to choose 
between popular idols. But neither could they find in the conven- 
tion a real working-class leader of suitable caliber. Thus Debs and 
Hanford were chosen again to lead in the campaign, though it was 
clearly understood that Debs has no longer mind nor character for 
leadership and that neither of the candidates really represents the 
dominant trend in the party policy. 

Secondly, looking toward party purification, a clause was in- 
serted in the constitution declaring that any party member shall be 
expelled who does not subscribe to political action. This clause 
was inserted to be used in the future as a club against men like 
Haywood who advocate and indulge in “direct action,” that is to 
say, in strikes and violence as substitutes for political agitation in 
the interests of the working class. 

Thirdly, the convention by a large majority voted down a 
proposition to take steps looking toward a union with the Socialist 
Labor Party. The meaning of this action is clear when it is under- 
stood that the Socialist Labor Party represents traditionally the 
ultra-revolutionary, impossibilist standpoint and that it is led by a 
man who, if he does not represent theoretical anarchy, has for two 





448 JOURNAL OF POLITICAL ECONOMY 


decades stood for the alternative between organic party anarchy 
and one-man power. 

But mere declaration of policy and purification of the member- 
ship are not alone sufficient to insure for the socialist party rapid 
growth in numbers and power. For this growth there is needed 
a pretty complete reorganization of the party machinery. There 
is too much democracy and untrammeled individualism in the party 
organization, considering the elements of which it is composed. 
This also is recognized by the constructive party leaders and in at 
least one especially important matter they presented the choice to 
the convention between democratic ideals coupled with inefficiency 
and efficiency through centralized authority. 

It is of considerable significance that the convention pronounced 
in favor of efficiency. It adopted a constitutional amendment 
allowing the national committee of the party to elect the national 
executive committee instead of requiring this committee to be 
elected by party referendum. By this action not only an efficient 
party executive was secured but a noteworthy step was taken in the 
direction of eliminating generally the cumbrous tyranny of the 
rank and file which has heretofore put a brake upon the party 
machinery. The advance, however, was not definitely assured, since 
the action of the convention still must be referred to the rank and 
file of the party for approval. 

In a general way, quite apart from its specific actions, this con- 
vention revealed many important characteristics of socialism and 
suggested many significant conclusions in regard to it. The care- 
ful observer could not fail to be convinced, for example, that 
though socialism is in this country not a mere movement of work- 
ers, still, as represented thus, it is a movement definitely based on 
the conception of class struggle and is essentially a conscious, 
organized struggle for the social domination of the working class. 
It seems to mean in short an attempt to reconstruct the political and 
legal fabric in the interests of this class. He who works for this 
end is a socialist, let him base his action on theory of any sort 
whatever, on sentiment, or on self-interest. Thus socialism as it 
actually presents itself to us here and now is a strange mixture of 
elements—utopian, Christian, scientific—men coming to it by all 
modes of thought and sentiment—the one common bond being 
struggle for working-class political supremacy. 

It was equally evident that in this struggle here and now, as 
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the case has been abroad and historically, the leaders are_ drawn 
largely from the middle class. The leader of leaders in the 
American Socialist Party today is Victor L. Berger, a successful 
newspaper editor. In authority below him stand such leaders as 
John Spargo, an English ex-nonconformist minister and a facile 
writer ; Morris Hillquit, a successful New York lawyer and author ; 
A. M. Simons, and May Wood-Simons, graduates of the University 
of Wisconsin; W. R. Gaylord, and Carl D. Thompson, educated as 
ministers, the latter a one-time student of the University of Chicago; 
Robert Hunter, the New York millionaire; Mrs. Ida Crouch 
Hazlett, a former Illinois school teacher; Seymour Stedman, a 
Chicago lawyer, and many others of distinctly middle-class extrac- 
tion or present middle-class occupation and status. 

The effect of this middle-class leadership on the outcome of the 
socialist movement is a problem brought forcibly to mind by the 
convention proceedings. It is notable that it was these middle- 
class leaders and their followers who constituted in the convention 
what we have called the constructive and moderate element. This 
faction wants practical reform, immediate results, party efficiency. 
When they are not forced to it by their revolutionary opponents, 
they are not inclined to say much about the social revolution. To 
most of them, Marx is indeed an authority but not a god. There 
is no doubt that the leadership of these men tends to make of the 
socialist party a mere party of radical reform. If men of this type 
succeed in making strong and permanent their present precarious 
hold on the party authority and machinery, it is at least doubtful 
whether the organization will ever go the full route to social 
revolution. 

Not without significance in this connection is the nationality of 
the men and women now prominent in the party organization and 
work. The convention itself did not present the appearance of a 
body of foreigners, and when one came to the organizers and state 
secretaries and to the national Executive Committee, it was quite 
evident that the time has come to lay aside the good old notion 
that socialism can gain no foothold among Americans. There is 
nothing foreign about such men as Simons, Thompson, Work, 
Stokes, and Barnes, who sit about the table in the national Execu- 
tive Committee meetings of the party. Nor are Gaylord, Thomas, 
Lee, Hunter, Hanford, Hunt, Carr, Lewis, Morgan, Stedman, 
Carey, Hazlett, Graham, and Slayton, delegates prominent on the 
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floor of the convention, to be deprived of good standing in the 
company of Anglo-Saxons. Indeed, of the two hundred and two 
delegates, listed in the Daily Socialist of May 12, no fewer than 
one hundred and sixteen bear distinctively American names unless 
indeed the Irish are to be counted out. 

On the whole, close observation of the socialist party at work 
does not weaken the conviction that here is a force destined to play 
an important part in the development of American polity. But 
such observation does cause one to hesitate about hazarding the 
prediction that the party is likely to increase rapidly in strength in 
the near future. Recruits to the socialist party are most likely to 
come in large numbers from the ranks of organized labor but it 
will take some time to convince the trade-unionists of the futility 
of the American Federation’s political programme and to rouse 
them to real consciousness of the need on their part of united 
political action. Even then it is far from certain that the unionists 
will join forces with the socialists rather than attempt to gain their 
ends through an independent labor party. On the other hand, 
before the socialist party can hope to appeal successfully to any 
great body of men outside the ranks of organized labor, it must 
purge itself of certain vicious and disorganizing elements, must 
confirm the leadership of the intellectual and moderate element, 
must reconcile democracy and efficiency in the party machinery, and 
must have a programme that is unequivocal, relatively complete, 
and really practical. To accomplish these things will take time, 
and when they have been accomplished the question is, will the 
socialist party really be a party of socialists? 

Rosert F. Hoxie 

Tue UNIVERSITY oF CHICAGO 


WASHINGTON NOTES 


CONGRESSIONAL APPROPRIATIONS 

ADOPTION OF THE CurRENCY ACT 

Tue New Currency Issves 

ORGANIZING NATIONAL CuRRENCY ASSOCIATIONS 
ImMPorT AND Export FREIGHT TARIFFS 
“EmpLoyers’ LIABILITY” OF THE GOVERNMENT 
A Correction 


Congressional appropriations, for the fiscal year about to open, 
are by far the largest yet recorded and are in many instances based 
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upon a much smaller foundation of justice than has been customary 
even in former years. The grand total of appropriations, including 
regular and permanent annual appropriations for the coming year, 
is $1,008,804,894 as against $920,798,143 for the fiscal year 1908, 
and $879,589,185 for 1907. This remarkable increase in outlay 
takes place at a time when the estimated deficit for the current 
fiscal year is placed at from $60,000,000 to $65,000,000, while the 
estimated revenue for 1909 will hardly be over $878,123,011I—a 
figure which would mean a deficit of some $130,000,000 should the 
appropriations be fully drawn down during the year. Growth has 
occurred in the expenditures for both navy and army, the former 
showing an increase of about $24,000,000, the latter of about $17,- 
000,000. About $17,000,000 has been added to the outlay for pen- 
sions, while in spite of the defeat of the shipping subsidy and 
increased railway mail-pay schemes, the post-office appropriation 
bills have shown an addition of some $10,000,000. All along the 
line there have been enlargements in most cases with no warrant 
except the desire to favor certain interests or advance political 
objects, as in the case of the $30,000,000 for public buildings. The 
comparison with former years becomes the more marked when it 
is noted that no river and harbor improvement appropriations was 
passed at this session. The great advance in outlays has been 
attributed by Chairman Tawney to the obstructive tactics of the 
Democratic minority in Congress which, he argues, prevented the 
careful pruning of the appropriations on the floor—a partisan claim 
to which no weight can be assigned. There has been a more serious 
consideration at this session than ever before among the more 
thoughtful legislators of the absolute necessity of devising a 
budget system of some sort. Control of expenditures has grown 
less rigid and the whole oversight of the Treasury is probably at its 
most relaxed condition. Partly as a result of these unprecedented 
appropriations of Congress, it will be necessary to abandon the 
idea of redeeming the Spanish War 3 per cent. bonds amounting to 
$64,000,000 which shortly mature. If Secretary Cortelyou is able 
to pay off the $15,000,000 3 per cent. certificates of indebtedness 
issued during the panic last fall he will do as much as most per- 
sons expect; while the further issue of Panama bonds, especially in 
view of the higher scale of expenditures on the canal, is now a 
certainty. As to the surplus, its complete disappearance within a 
very short time is now assured, and the recurrence of a period of 
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deficit financiering, unless tariff revision should include some new 
source of revenue, is already in sight. 


In passing the new currency act on May 30 (Public Act No. 
169, 60th Congress, Ist session) Congress has taken the most 
important step relating to banking since the Civil War. The new 
bill became a practical proposal just at the end of the session after 
the House had passed the so-called “Vreeland bill” providing for 
the issue of currency through “clearing-houses,” securing it upon 
commercial paper deposited with these organizations. This meas- 
ure was then brought into conference between the House and 
Senate and an effort was made by the representatives of the upper 
chamber to substitute the original Aldrich measure providing for 
issues of notes based on state, county, and municipal bonds. To 
this the House members of the conference returned a decided 
negative and the attempt to pass a currency measure was Officially 
abandoned (May 21). The news that the attempt at currency 
legislation had been given up caused dismay in the White House as 
well as in the office of the Speaker of the House, and machinery 
was at once set on foot for the purpose of reviving the measure. 
After lengthy conferences a compromise was agreed upon, identical 
with the act as finally passed, and Speaker Cannon undertook to 
force the revised bill through the lower chamber contrary to the 
known wishes of a majority of the members. In this process 
probably every device known to the legislator was employed. There 
was open announcement that the public buildings bill, relied upon 
by many members to secure their re-election, would be abandoned, 
should continued efforts be made to obstruct the passage of the 
currency proposal, while personal pledges, promises, and threats 
were freely resorted to. In this way, the ground was prepared for 
the passage of the new measure and a favorable vote was secured 
on May 26, immediately after the report of the conference com- 
mittee had been made to the House and actually before copies of 
the bill had been printed for distribution. Probably not more than 2 
per cent. of the members had any idea of the terms of the bill at 
the time when they voted for it. The smallness of the majority by 
which the report was accepted was due to the voluntary absence of 
a number of members who remained away to avoid what they 
considered the necessity of voting favorably on the measure should 
they remain on the floor. In the Senate, Mr. Aldrich had already 
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secured the necessary votes, and after a spectacular and useless 
effort at obstruction on the part of three senators (in which they 
were entirely unassisted by the democratic opposition) the confer- 
ence report was pressed to a vote. 


The new currency act is a compromise between the so-called 
Aldrich and Vreeland bills. It provides for the issue of notes by 
banks, having an unimpaired capital and a surplus of 20 per cent., 
the notes issued not to exceed, in all, the amount of such capital and 
surplus. In order to take out notes on other securities, banks must 
already have outstanding notes secured by government bonds 
amounting to 40 per cent. of their capital. Such banks may make 
application for notes to be secured by state, county, and municipal 
bonds and may receive such notes, subject to the limitations already 
indicated, to an amount not exceeding 90 per cent. of the market 
value of the bonds deposited. Banks may also establish what are to 
be known as National Currency Associations for the purpose of 
taking out further notes. These associations are to be created by 
groups of banks not less than ten in number situated in contiguous 
territory, with combined capitals of at least $5,000,000. Upon 
receiving an application from such a group of banks the Secretary 
of the Treasury may prescribe the conditions to govern the asso- 
ciation and may then incorporate it. He may supply to banks in 
such associations notes not exceeding 30 per cent. of the combined 
capital and surplus of the issuing bank, such notes to be protected 
by four-months two-name paper pledged with the currency associa- 
tions. The notes issued shall not amount to more than 75 per 
cent. of the face value of the paper, and the banks are to be jointly 
and severally liable for currency thus taken out. Whatever be the 
medium through which the new notes are issued, they are to pay 
a tax at the rate of 5 per cent. per annum for the first month with 
an addition at the rate of 1 per cent. per annum for each additional 
month they remain in circulation. The act also provides that a rate 
of interest not less than I per cent. per annum shall be imposed by 
the Secretary of the Treasury upon government deposits in banks 
with the exception of those daily balances that are kept in “regular” 
depositories. Depositories thus exempted are chiefly the large 
banks in which the current funds of the government are kept and 
which are drawn upon regularly. They number about 425 out of a 
total of some 1,421 government depositories and the deposits which 
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will thus be exempted from the payment of interest are estimated 
at approximately $70,000,000. “Special” deposits in regular 
depositories, however, pay interest. In the final sections of the bill, 
provision is made for a “National Monetary Commission” consist- 
ing of nine senators and nine representatives, which is to consider 
the question of further currency legislation and report to Congress 
at the earliest practicable moment. The representatives who are 
members of this commission have already been appointed by 
Speaker Cannon, while the Senators have been named by Vice- 
President Fairbanks under the dictation of Mr. Aldrich. Virtually 
this commission is a subcommittee of the senate finance committee 
sitting in joint session with a subcommittee appointed by Speaker 
Cannon, not from the banking and currency committee, but so 
chosen as to fulfil his own wishes. It is of especial interest to note 
that the men to whom the passage of this new currency bill is, 
above all others, due are President Roosevelt, Secretary Taft, and 
Speaker Cannon, who co-operated with Mr. Aldrich in coercing an 
unwilling Congress into the acceptance of the measure. 


A number of difficult problems will have to be solved in making 
application of the new currency act and are already giving concern 
at the Treasury Department. The act makes it apparent that special 
regulations governing the organization of banks in national cur- 
rency associations will have to be worked out. A preliminary set 
of rules has already been drawn by Secretary Cortelyou and has 
been supplied to the banks (Department Circular No. 39, 1908). 
It has also become evident that special machinery for judging of 
the value of offerings of bonds will have to be devised. The 
Treasury has already had considerable experience with this subject 
in connection with the receipt of bonds for use as security for public 
deposits, but such methods as have thus far been applied have 
proven very defective. During the panic of 1907, the mechanism 
then in use was almost wholly thrown aside and practically any 
sort of bonds was sure of acceptance. To feel a reasonable degree 
of assurance as to the soundness of the offered bonds the depart- 
ment must arrive at some more satisfactory plan than has hitherto 
been tried. Printing the currency will also involve some difficulties 
since the words indicating the character of the security behind 
national bank notes must now be altered—a task which involves the 
necessity of changing some 12,000 engraved plates. The banks 
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themselves have shown unexpected promptness in organizing under 
the new law, although in nearly every instance, preparations for 
organization have been accompanied by the unofficial assurance 
that no probability of the issue of new currency through these 
associations could now be discerned. Investigations at the 
Treasury are also making it apparent that the division of the 
country into sections suitable for the organization of the national 
currency associations will be difficult. The cities where a sufficient 
number of national banks to meet the provisions of the law already 
exist are few in number, even Washington with its eleven clearing- 
house banks having a combined national banking capital of only 
$5,200,000 as against the $5,000,000 required. National currency 
associations to be organized by country banks have been spoken of, 
but it is already plain that there will be more than a little difficulty 
in arranging the institutions in contiguous territory and in a way 
that will render possible co-operation in taking out notes. Mean- 
while the returns made to the Comptroller of the currency, showing 
the condition of the banks on May 14, indicate that reserves stand 
at a height which makes the issue of notes by national currency 
associations improbable, certainly for this season. The banks in 
the larger cities may take out some notes upon the deposit of state 
municipal and county bonds in order to rediscount country paper, 


but beyond this it is hardly expected that they will go. 


One of its most important recent steps has been taken by the 
Interstate Commerce Commission in its order of May 16, requiring 
all carriers engaging in export and import traffic, between the 
United States and foreign countries not adjacent, “to publish their 
rates and fares to the ports and from the ports.” This decision is 
the outcome of the “Cosmopolitan shipping case” in which the 
commission (Decision No. 1,127) decided that it had no jurisdiction 
over ocean carriers, so that the latter “may alter their rates at such 
times as they please and for such patrons as they please.” The 
commission, however, incidentally held that the carriers which are 
in the habit of making joint through rates to or from foreign points 
must file schedules of rates with the commission, through-billing 
when practiced being required to show “the published rates of the 
inland carrier.” This requirement, as set forth first in the “Cosmo- 
politan” decision and then in the order of May 16, is a new 
departure, the carriers having filed such foreign export or import 
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rates only at their own pleasure prior to the present time. The 
order of the commission is being widely misinterpreted as imply- 
ing a necessity of abolishing export and import rates and of mak- 
ing the charge for an inland haul conform to the rates charged on 
goods originating in the United States and passing over the same 
lines of road as the imported or exported goods. No such interpre- 
tation is placed upon the order by the commission, inasmuch as the 
Supreme Court of the United States in the “import rate cases” has 
expressly justified the fixing of differential rates on such imported 
or exported goods notwithstanding the alleged effect of such rates 
in “neutralizing” the protective influences of the tariff. On the 
contrary, in the recent “Pittsburg plate glass cases” (Decision No. 
815) the commission has expressly accepted the views of the 
Supreme Court and has vindicated the policy of making differential 
rates on export and import traffic in cases where the circumstances 
indicate that such discriminations are lawful and reasonable. The 
new order to file the export and import tariffs will however tend 
to raise these overland schedules of charges on foreign goods. 
Notice of increase has been given by some of the roads already, 
despite the fact that the commission is likely to postpone the time 
when the order to file tariffs takes effect until October 1. The 
reason for the increase is the very low levels that have been reached 
in such transcontinental charges, owing to intense competition with 
water routes, and the feeling that the rates heretofore applied 
would, if made public, hardly stand scrutiny. 


A very significant line of policy has been embarked upon by 
Congress in the passage of an act establishing the liability of the 
government to its own employees so far as the latter are engaged 
in industrial or manufacturing pursuits (Public Document No. 
176). This measure was enacted just before the close of the ses- 
sion (May 30) and was the unwilling concession of Congress to the 
earnest representations of the President. The act will apply to 
about 70,000 employees including those engaged on the Panama 
Canal, those employed in arsenals, in powder factories, and else- 
where. Under the terms of the bill, any employee engaged in 
hazardous work of specified kinds, who is injured in the course of 
such employment, “shall be entitled to receive for one year there- 
after, unless such employee, in the opinion of the Secretary of Com- 
merce and Labor, be sooner able to resume work, the same pay as 
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if he continued to be employed, such payment to be made under 
such regulation as the Secretary of Commerce and Labor may pre- 
scribe.” Cases where the injury is due to the misconduct or negli- 
gence of the employee are made an exception. The act further 
goes into some detail in specifying how claims shall be filed and 
the manner in which awards of damages shall be made. |. Special 
significance must be attached to the fact that this is the outcome of 
the President’s constant and urgent demand for the introduction of 
a new doctrine of employers’ liability into the United States, the 
model recommended being the British workmen’s compensation acts. 
The present modified form of the bill, binding only upon the federal 
government in its own relations with certain of its employees, is 
of course constitutional, and will be of greatest interest in two 
ways. It will afford some statistics as to the working of such a 
law in actual practice in this country or in enterprises under the 
direction of the federal government. It will, furthermore, set an 
example to states for legislation which will doubtless be pressed 
upon them. In the opinion of many observers the bill may be largely 
curtailed in operation by the clause which prohibits employees from 
recovering in cases where the injury is due to negligence on the 
part of the man injured. This clause was not in the original admin- 
istration draft of the bill, but was inserted at the Capitol. The 


large discretion allowed to the Secretary of Commerce and Labor 
will permit the government, if charitably disposed to stretch the 
extent of its awards. 


A correction. 

As one of the Advisory Editors of the Journal of Political 
Economy I feel called upon to note an error in the June number at 
Pp. 377, where it is said that 
one factor which operated to aggravate the situation somewhat was the passage 
of the New York state law requiring the keeping of specified trust company 
reserves in “lawful money.” The effect of this legislation was to drive out 
many national bank notes from trust company vaults, their place being taken 
by the classes of currency required under the new law. 

The writer is in error. The new law of New York, like the 
old one, prescribes as reserve money of trust companies “either 
lawful money of the United States, gold certificates, silver certifi- 
cates, or notes or bills issued by any lawfully organized national 
banking association.” The same provision applies to state banks. 

Horace WHITE 
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Economic History of the United States. By E. L. Bocart. New 
York: Longmans, Green & Co., 1907. 8vo, pp. xv-+522. 

The scarcity of textbooks on this subject makes the appearance 
of a new one an event of interest, and we may add, in this case, a 
welcome one. 

In the division of his space the author has given nearly one-half 
of his book to the period since 1860, and has divided the remainder 
about equally between the period preceding 1809 and that between 
1808 and 1860. Those inclined to lay emphasis on the historical 
side will think this slights the earlier period, but those who believe 
that a course on this subject is primarily of value as leading up to 
and helping in the solution of present-day problems will approve 
of this arrangement. Within these periods the subject-matter is 
taken up topically—agriculture, manufactures, transportation, etc. 
But at the end of such periods, say the nine chapters covering the 
years 1808 to 1860, one feels the need of a more general chapter 
showing the interaction of the various parts, knitting the whole 
together, and bringing out the broader phases of the development 
during the period and the characteristics of its underlying economic 
organization. 

The book is written in a simple, straightforward, matter-of-fact 
style, is largely given to description and narration, and has little 
discussion of the questions involved, though the author does not 
hesitate to express his own opinions which usually agree with those 
most generally accepted. Possibly not much more can wisely be 
attempted in a text designed, as this is, for high schools as well 
as colleges. But is it not time to raise the question whether it is 
best to try and meet the needs of both secondary schools and 
colleges by one text? Are not the methods of attack and object 
aimed at in treating this subject so different with the two grades 
of students that the attempt to adjust the book to the needs of one 
grade—in fact, of course, the lower—inevitably detracts from 
its possible value in meeting the requirements of the other? It 
may be replied that the instructor can supply what is missing. But 
with this subject, especially in its present state, he already has his 
hands full. This difficulty, which the author evidently felt, has 
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been partially met by adding to each chapter a series of suggestive 
topics and questions with references. They will prove a welcome 
aid, but cannot meet the main objections. 

The illustrations are abundant and excellent, and the supply of 
maps generous, but a more extensive use of charts would have 
greatly aided the reader in trying to grasp the statistical data. 
The bibliography is not in the form to prove most useful. 

The author, as is inevitable in a subject covering so broad a 
field, has had to rely largely on the work of others. The deficiencies 
in our knowledge of this subject are altogether too great for any- 
one to pretend to cover it all. Still are there not certain broader 
phases of the subject, some of the deep underlying and most 
fundamental factors which have been at work molding our 
economic history, that might have been less neglected? Further, 
insufficient emphasis is laid upon causal relations and the vital con- 
nection between events. Little attempt is made to point out specifi- 
cally and establish the relation between the events narrated or the 
facts described and the big changes in the economic organization 
of society which were taking place at such a rapid rate during 
much of our history. In short, the subject is treated too much as 
a simple string of events and not enough as a very live, vital, and 
organic development—a development an interpretation and proper 
understanding of which is so essential for a comprehensive and 
sound grasp of the chief problems now confronting the country. 
Possibly some of these points should be charged up against the 
difficulties arising from trying to combine a school and college 
text in one book. If so it but emphasizes the objection to such an 
undertaking. 

However, in the undeveloped state in which the study of the 
economic history of the United States now is one cannot justly be 
too exacting, and certainly great credit is due to Professor Bogart 
for having made a distinct advance over anything yet written. 

CHESTER W. WRIGHT 


Introductory Economics. By A. S. JouHnson. New York: 
School of Liberal Arts and Sciences for Non-residents, 1907. 

Pp. 338. 
This book may be described as a popular exposition of the 
principles of political economy as they are taught by that special 
group of American economists of which Professors Clark and 
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Fetter are perhaps the most conspicuous exponents. Assuming 
that there is a real need for a book of this character—which some 
of us will consider questionable—the one before us must be 
accounted to have met that need very successfully. The style is 
simple and effective ; the illustrations happy ; the tone moderate and 
candid. The peculiar doctrines of the school represented are so 
diluted by qualifications or contradictions that their objectionable- 
ness is much diminished; while the treatment is so concrete as to 
give an air of complete reality to a body of doctrine which is, to 
say the least, somewhat transcendental. 

It hardly need be said that Professor Johnson disregards the 
traditional divisions of our subject. In fact, the twenty chapters 
are not formally grouped at all. Still they easily fall into four 
divisions. The second to the fifth inclusive, together with the 
thirteenth, treat of the theory of value and price, thus covering 
the most vital part of “Exchange.” The sixth, seventh, and eighth 
discuss some of the problems of “Production’”-—particularly the 
conditions of productive efficiency. From the ninth to the four- 
teenth chapters, omitting the thirteenth, we have much of the 
matter usually given under “Distribution.” The remaining six 
chapters present topics which might be thought of as more or less 
supplementary, “Money,” “Banking,” “Foreign Exchange,” and 
so on. 

In the discussion of normal value contained in his third chapter, 
Professor Johnson reproduces in general Mill’s doctrine, that price 
tends to equal money cost of production. But later, in treating of 
“Costs,” he weakens the case by representing that, although from 
the standpoint of the individual enterpriser costs must be looked on 
as predetermined and so must influence supply and through it 
price, yet, taking the whole field into account, the prices of pro- 
duced goods are constantly reacting to determine their cost, that is, 
to determine the wages of the labor and the interest of the capital 
devoted to their production. As with the discussion of this same 
point in several other recent books, it is not entirely clear that the 
qualifications of the cost doctrine which are introduced leave any- 
thing of the original. It is probable, however, that Professor 
Johnson intends only to tone down the principle rather than to over- 
throw it; since in later connections he appeals to it as a thing estab- 
lished. 

The chapter on “Capital” follows very closely Professor Clark, 
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and particularly his more recent expositions of his doctrine. This 
means that the charge frequently made against that writer that he 
sets up a mere abstraction and treats it as a concrete entity, has 
been more or less fully met, but at the expense of logical con- 
sistency. If capital is a fund of productive wealth, it is not some- 
thing different from capital goods, but only an aggregate of such 
goods. The abstraction originally put forward by Clark in 1889 as 
being the real capital—that is, a fund of pure value embodied in 
wealth—is doubtless a truly heroic abstraction, perhaps even a mere 
figure of speech; but at least it is formally distinguishable from the 
goods in which it is embodied, and so without logical inconsistency 
can be treated as independent of those goods. 

In the discussion of “Rent” the author again follows Clark, or 
more particularly Fetter, extending the concept rent so as to include 
the hire of any durable goods, and making rent and interest the 
same payment looked at from different points of view. Professor 
Johnson also follows Fetter in teaching that the values of durable 
goods are determined by capitalizing their net rent. Here, however, 
as in several other cases, the writer improves upon his teachers in 
that he sacrifices consistency to the demands of sound doctrine. 
Thus, when he comes to deal with the case of reproducible goods, 
he admits that the principle of capitalization breaks down; that cost 
of production is here the decisive factor. 

A ship, for example, may yield a net rent of $10,000 at a time when the 
current rate of interest is 5 per cent. It would, however, be a reckless 
business man who would assume from these data that the ship represents 
a capital of $200,000, and that he could afford to pay that sum for it. If a 
similar ship can be built for $100,000, . ... the net’ rent will fall to about 
$5,000. 

In short, in the case of reproducible goods, the net income 
adjusts itself to the price of the capital good, instead of the price 
of the capital good adjusting itself to the net income. One can- 
not help wondering how Professor Johnson fails to conclude that 
we have here the very best of reasons for reaffirming the validity 
of the old distinction between land and what he would call other 
forms of capital. 

The last six chapters devoted to “Money,” “Banking,” “Foreign 
Trade,” “Protection,” and similar topics, are excellent, treating 
these subjects according to the conventional standards and doing so 
in a very satisfactory manner. F. M. Tayvtor 


THe UNIVERSITY OF MICHIGAN 
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Work and Wages. In Continuation of Lord Brassey’s Work 
and Wages and Foreign Work and English Wages. Part 
II. Wages and Employment. By Sypnry J. CHAPMAN. 
With an Introduction by Lord Brassey. London: Long- 
mans, Green and Co., 1908. 8vo, pp. xxii+494. 

The second volume of Professor Chapman’s Work and Wages 
has a wide scope, which is rather indefinitely suggested in the sub- 
title “Wages and Employment.” An introductory chapter is devoted 
to a theoretical analysis of the factors determining wages. The 
author seems, here, perhaps somewhat too complacently to accept 
the orthodox theory that wages are determined more or less directly 
by reference to the marginal capacity. On the whole, the theoretical 
analyses interspersed through the several chapters are largely con- 
ventional. Labor organizations, it is pointed out, may under certain 
conditions effect some advance in wages, but cannot operate inde- 
pendently of economic laws. Chief interest attaches to the infor- 
mational and descriptive portions of the book. Here the scope, as 
already stated, is broad. A chapter upon “Organization of Labor” 
undertakes to give a history of trade unions, their character, and 
legal status in the United Kingdom, the United States, France, 
and Germany. To this chapter are appended some statistics of 
trade-union membership. A chapter on trade-union policies dis- 
cusses such topics as the attitude of union labor toward non-union 
labor, the union label, the attitude toward the introduction of 
machinery, and restriction of output. To this chapter an appendix 
is added giving statistics of strikes and lockouts in different coun- 
tries. The operation of sliding scales, and of the systems of arbi- 
tration established in the several Australasian colonies, the work of 
the Conseils de Prud’hommes in France, and of the Gewerbegerichte 
in Germany, constitute the subject-matter of a chapter upon 
“Principles and Methods of Industrial Peace,” while a chapter on 
“Unemployment” undertakes “to state the facts as regards unem- 
ployment due to want of work, to analyze causes, and to propose 
remedies.”” The author believes insurance against unemployment 
to be “a palliative and not a remedy.” He appreciates fully the 
intricacy of the problem, and the insidious dangers of any policy 
of making work for the unemployed. An excellent account is given 
of the work done by relief stations, labor exchanges, employment 
bureaus, farm colonies, and other agencies for dealing with the 
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unemployed in Germany, France, England, and other countries, all 
of which is grounded upon a mass of statistical data well selected 
and effectively presented. The final chapter is devoted to a gen- 
erally descriptive account of workmen’s insurance and old-age 
pension schemes, with an attempt to indicate some of the social 
consequences which may be expected to result from their operation. 
Granted the scope of the inquiry undertaken in this second volume, 
it is difficult to see how it could have been made more exhaustive 
than it is. Economists will await with interest the appearance of the 
concluding third volume, which will deal with factory legislation, 
co-operation, and social betterment. 
JouHn CUMMINGS 
Tue UNIvERSITy oF CHICAGO 


The Currency Problem and the Present Financial Situation. 
New York: The Columbia University Press, 1908. Pp. 
Xxvii+170. 

This work consists of a series of addresses delivered at Colum- 
bia University during the session 1907-8. A short but interesting 
account of the crisis of 1907 is furnished by Professor Edwin R. 
A. Seligman in an introductory essay. He treats his subject from 
the historical standpoint ; and gives, perhaps, undue emphasis to the 
increase of the gold supply during the last decade as furnishing a 
solution to the causes of the enhancement of prices. Some of the 
most prominent men of affairs in New York have contributed to 
the volume and it is evident that they are speaking out of the 
fulness of practical experience, and have thought deeply on various 
subtle points of theory. There runs through the entire volume an 
unexpected harmony of thought, and a close agreement not only as 
to the ultimate ideal to be attained in our financial relations, but as 
to the next step to be taken in the legislative reform of our 
currency. 


Handbook on the Formation, Management, and Winding Up of 
Joint Stock Companies. By FF. Gore-BrRowN AND 
WILLIAM JoRDAN. 28th edition. London: Jordan & 
Sons Ltd., 1908. 8vo, pp. lviii+622. 

The new edition of this well-known book is of value for con- 
taining the provisions of the new Companies Act of 1907. The 
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text of the act is given in full, it is summarized in the introduction, 
and the changes involved are further elucidated in the appropriate 
place in the text. As here summarized the chief changes are: 
(a) the definite recognition of private companies; (b) the enforc- 
ing of greater publicity on the part of public companies; (c) the 
provision that foreign companies shall register particulars of their 
constitution and a yearly statement of affairs or balance sheet, as 
well as the names of their directors and of a person or persons to 
accept service of process on their behalf; (d) new provisions in 
regard to debentures, including a direction that receivers and man- 
agers shall file their accounts; (¢) provision giving the creditors of 
a company control over the appointment of a liquidator in the case 
of a voluntary winding up, and provisions enabling the dissolution 
of a company wound up voluntarily to be set aside; and (f) an 
extension to companies not in liquidation of the powers of compro- 
mise and arrangement given by the Joint Stock Companies Ar- 
rangement Act, 1870, to companies in liquidation. 


NOTICES 


The Romance of the Reaper. By Herpert N. Casson. New York: Double- 
day, Page & Co., 1908 8vo, pp. xiv+184. 

This volume, most of which has been reprinted in revised ferm from 
Everybody's Magazine, is a bright, entertainingly written, and popular account 
of the development and importance of the American harvester. It centers 
about the McCormick and Deering companies and their successor, the Inter- 
national Harvester Company. The general tone is highly eulogistic, but the 
book gives a typical example of the way in which American enterprise has 
built up one of our most successful manufacturing industries. 


The Bank and the Treasury. By Freperick A. CLEVELAND. 2d ed., revised. 

New York: Longmans, Green & Co., 1908. 8vo, pp. 1+371. 

For this edition the author has written a new forty-five page introduction 
containing a general discussion of the question of bank-note currency with 
especial reference to recently proposed remedies. A number of slight changes 
are advocated in the belief that “evolution and not revolution should be the 
principle of financial reform.” The only other change consists in the addition 
to the Appendix of the text of seventeen different currency bills introduced into 
Congress between December 4, 1907, and January 15, 1898. 


How It Is Made. By ArcHiBALD WiLt1AMs. London: Thomas Nelson & 
Sons, 1907. 8vo, pp. 473. 
An excellent account of how some thirty different products are manu- 
factured from the raw material. The descriptions are from ten to twenty-five 
pages in length, entertainingly written in the simplest and most untechnical 
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language. The book is profusely illustrated from photographs and by simple 
drawings of the machines. 


The Woolen and Worsted Industries. By J. H. CrapHam. London: 

Methuen & Co., 1907. 8vo, pp. xii+307. 

A carefully written and very satisfactory description of the economic con- 
ditions prevailing in this industry in Great Britain. The author deals with the 
manufacturing process, raw wool and the wool trade, the organization of the 
industry, imports and exports, and the situation as regards labor. There is also 
a general survey of the industry in other countries. For an all-round description 
of the conditions in one of Great Britain’s leading industries one could hardly 
do better than go to this book. 


Corporate Finance and Accounting. By H. C. BentLtey AND THOMAS 

Conyncton. New York: The Ronald Press, 1908. 8vo, pp. 525. 

This publication adds another volume to the excellent series of books on 
corporation management and finance which have come from the Ronald Press. 
The aim has been to provide a manual for the use of a corporation treasurer. 
Various devices and methods for procedure are described in simple, untechnical 
language, while the legal side has been carefully elucidated by Mr. Conyngton. 
The volume is divided into six parts dealing respectively with the treasurer’s 
duties and legal obligations; the corporate books of account; the corporate 
finances, including checks and dividends; negotiable instruments; corporate 
securities; and finally the various forms used by the treasurer or for the cor- 
porate finances and securities. For obtaining a knowledge of such things this 
volume should prove valuable for those interested in corporation finance. It 
does not attempt, however, to enter into the broader and more fundamental 
questions of policy in connection with this subject. 


Charles de Butré: Ein franzésischer Physiocrat des 18. Jahrhunderts an 
einem deutschen Fiirstenhofe. By Franz Linpner. Bern. Scheitlin, 
Spring & Cie., 1906. Pp. 82. M. 1.50. 

A doctorate thesis, throwing much light upon the history of the disastrous 
attempt made in Baden under Karl Friedrich to apply the principles of the 
single tax to the practical problem of obtaining revenues: An excellent com- 
panion volume to Emminghaus’ study of the earlier physiocratic experimentation 
in the same district under the guidance of Schlettwein. 


Der Gesellschafts- und Staatslehre der Physiocraten. Von BeNepIkt GUNST- 

BERG. Leipzig: Duncker & Humblot, 1907. Pp. 144. 

Another doctorate thesis further testifying to the German revival of inter- 
est in the doctrines and the history of physiocratic thought. The writer takes as 
his special field of investigation the philosophical and ethical presuppositions 
underlying physiocratic thinking; therewith he traces the outworking of these 
fundamental doctrines in their application to social, political, and juristic theory, 
as distinguished from the more purely economic aspects of physiocratic thought. 
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